
INRE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2012-3-E- ORDER NO. 2012-779

SEPTEMBER 28, 2012

Annual Review of Base Rates for Fuel Costs

of Duke Energy Carolinas, LLC

) ORDER APPROVING

) BASE RATES FOR FUEL

) COSTS AND ADOPTING

) SETTLEMENT

) AGREEMENT

I. BACKGROUND

This matter comes before the Public Service Commission of South Carolina

("Commission") on the annual review of base rates for fuel costs of Duke Energy

Carolinas, LLC ("Duke Energy Carolinas" or the "Company"). The procedure followed

by the Commission is set forth in S.C. Code Ann. § 58-27-865 (Supp. 2011), which

provides for annual hearings to allow the Commission and all interested parties to review

the prudence of the fuel purchasing practices and policies of an electrical utility and for

the Commission to determine if any adjustment in a utility's fuel cost recovery

mechanism is necessary and reasonable.

The parties appearing before the Commission in this Docket were Duke Energy

Carolinas, LLC, the South Carolina Office of Regulatory Staff ("ORS"), and the South

Carolina Energy Users Committee ("SCEUC") (collectively, referred to as the "Parties"

or sometimes individually as a "Party"). Prior to the hearing, the Parties filed a

Settlement Agreement dated August 20, 2012, (the "Settlement Agreement") with the
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Commission. The SettlementAgreement,including its three (3) exhibits, is attached

heretoasOrderExhibit 1andis incorporatedin andmadepartof this Order.

II. JURISDICTION OF THE COMMISSION

In accordancewith S.C.CodeAnn. § 58-27-140(1)(Supp.2011),theCommission

may, upon petition, "ascertainand fix just and reasonablestandards,classifications,

regulations,practicesor serviceto be furnished,imposed,observed,andfollowed by any

or all electricalutilities." Further,S.C.CodeAnn. § 58-27-865(B)(Supp.2011)states,in

pertinent part, that "[u]pon conducting public hearings in accordancewith law, the

[C]ommissionshall direct each companyto placein effect in its baserate an amount

designedto recover,during the succeedingtwelve months,the fuel costsdeterminedby

the [C]ommissionto be appropriatefor that period, adjustedfor the over-recoveryor

under-recoveryfrom theprecedingtwelve-monthperiod."

Consistentwith the requirementsof S.C. Code Ann. § 58-27-865(B)(Supp.

2011),the Commissionconvenedanevidentiaryhearingto determinethereasonableness

of theParties'settlementandwhetheracceptanceof thesettlementis just, fair, andin the

public interest.

III. DISCUSSION OF THE HEARING AND THE SETTLEMENT
AGREEMENT

Thepublic evidentiary hearing in this matter was held on August 28, 2012, before

this Commission with the Honorable David A. Wright presiding as Chairman.

Representing the Parties were Brian L. Franklin, Esquire, and Bonnie D. Shealy, Esquire,

for the Company; Scott Elliott, Esquire, for SCEUC; and Shannon Bowyer Hudson,

Esquire, and Courtney D. Edwards, Esquire, for ORS. At the hearing, the Parties
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presented the Settlement Agreement, which was admitted into the record as Hearing

Exhibit 1. In the Settlement Agreement, the Parties represented to the Commission that

they had discussed the issues presented in this case and determined that each Party's

interests and the public interest would be best served by settling all issues pending in this

case in accordance with the terms and conditions contained in the Settlement Agreement.

Further, the Parties presented witnesses in support of the Settlement Agreement

and various other matters related to the Company's base rates for fuel costs. Duke

Energy Carolinas' witnesses Marion Elliott Batson, Joseph A. Miller, Jr., Jim Jessee,

David C. Culp, John W. "Bill" Pitesa, and Jane L. McManeus presented direct testimony

on behalf of the Company via two panels. Mr. Batson, Mr. Miller, and Mr. Jessee

testified on the first panel. Mr. Culp, Mr. Pitesa, and Ms. McManeus testified on the

second panel. The pre-filed testimony of all Company witnesses was accepted into the

record without objection or cross-examination by the Parties, and the Company

witnesses' exhibits were marked as composite Hearing Exhibits 4 through 8 and entered

into the record of the case.

Company witness John W. Pitesa discussed the performance of Duke Energy

Carolinas' nuclear generation fleet during the review period. 2 He reported to the

Commission that Duke Energy Carolinas achieved a net nuclear capacity factor,

1

Composite Hearing Exhibit 4 consists of the Direct Testimony Exhibits 1 and 2 of M. Elliott Batson;
Composite Hearing Exhibit 5 consists of the Direct Testimony Exhibits 1 and 2 of David C. Culp;
Composite Hearing Exhibit 6 consists of the Direct Testimony Exhibits 1 and 2 of John W. ("Bill") Pitesa;
Hearing Exhibit 7 consists of the Direct Testimony Exhibit 3 of John W. Pitesa under seal; and, Composite
Hearing Exhibit 8 consists of the Direct Testimony Exhibits 1 through 8 of Jane L. McManeus.
2 On August 15, 2012 in Order No. 2012-620 and pursuant to the Company's request at the hearing, the
Commission granted the Motion of Duke Energy Carolinas to treat specific material filed in the present
proceeding as confidential. Specifically, the Commission Ordered that Exhibit 3 of Duke Energy
Carolinas' witness John W. Pitesa's testimony should be treated as confidential and remain under seal.
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excluding reasonable outage time, of 102.88% for the current period, which is above the

92.5% set forth in S.C. Code Ann. § 58-27-865 (Supp. 2011).

Company witness David C. Culp provided further information regarding the

Company's nuclear fuel purchasing practices and costs for the review period and

described changes expected in the 2012-2013 forecast period.

Company witness Joseph A. Miller, Jr. discussed the performance of the

Company's fossil-fueled and hydroelectric generating facilities during the period of June

1,2011, through May 31, 2012, and their operating efficiency during this review period.

Mr. Miller testified that Duke Energy Carolinas' generating system operated efficiently

and reliably during the review period.

Company witness Jim Jessee discussed the performance of the Company's natural

gas supply procurement practices during the period of June 1, 2011, through May 31,

2012, review period. Mr. Jessee also provided anticipated market conditions for the

billing period of October 1, 2012, through September 30, 2013.

Company witness Marion Elliott Batson testified regarding Duke Energy

Carolinas' fossil fuel purchasing practices and costs for the period of June 1, 2011,

through May 31, 2012, and described related changes forthcoming in the projected

period.

Company witness Jane L. McManeus testified regarding the Company's

procedures and accounting for fuel, actual fuel costs, and actual environmental costs

incurred for the period June 1, 2011, through May 31, 2012, and the associated

over/under-recovery of such costs, estimated as of September 30, 2012. Ms. McManeus
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also testified to the manner in which the Company had projected its fuel and

environmentalcostsfor the periodJune1, 2012,throughSeptember30,2013,and used

suchprojectionsin developingits proposedfuel factors. Ms. McManeusexplainedthat

in compliancewith S.C. Code Ann. § 58-27-865(A)(1) (Supp. 2011), the Company

calculatedanenvironmentalcomponentfor theResidential,GeneralService/Lightingand

Industrial customerclasses. Environmentalcosts, and any associatedover/or under

recoverybalanceof environmentalcostsareallocatedamongthe threecustomerclasses

basedupon firm peak demand. The resulting allocated costs are convertedto the

environmentalcomponentfor eachclassexpressedin centsper kWh and addedto the

fuel component. Next, Ms. McManeusproposedin her direct testimonythe combined

fuel factors of 1.9612 C/kWh for Residentialcustomers,1.9629 C/kWh for General

Service/Lightingcustomersand 1.9658C/kWhfor Industrialcustomers.

Ms. McManeustestified on behalf of the Companyregardingthe Merger Fuel

SavingsDecrementRider. The Merger Fuel SavingsDecrementRider will passfuel

savingsto SouthCarolinaretail customersasa result of the Duke Energy Corporation

mergerwith ProgressEnergy,Inc; therefore,theproposedcombinedfuel factorexcludes

thejoint dispatchandothersavingsrelatedto themerger.

Lastly, in recognition of the SettlementAgreement,the Companyprovided

revised McManeusDirect Exhibits 6, 7, and 8, supportingcombinedfuel factors of

1.9481C/kWh for Residentialcustomers,1.9525C/kWh for GeneralService/Lighting

customersand 1.9586C/kWhfor Industrialcustomers.
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Following the Companywitnesses,ORS presentedthe direct testimonyof Ms.

GabySmith andMr. Michael R. Cartin, alsovia panel. Ms. Smith sponsoredcomposite

HearingExhibit 2 andMr. Cartin sponsoredcompositeHearingExhibit 3.3

Specifically,Ms. Smith testified aboutthe examinationcarriedout by ORS as

well asthe agreedupon accountingadjustmentsreflectedin the SettlementAgreement.

With regardto the true-up of over/under-recoveredfuel costs, she testified that ORS

analyzed the cumulative over-recoveryof the Base Fuel Costs that Duke Energy

Carolinas had incurred for the period June 2011, through May 2012, totaling

$41,792,888.On behalfof ORS,Ms. Smiththenaddedthe estimatedover-recoveriesfor

the monthsof Junethrough September2012 to arrive at anestimatedcumulativeover-

recovery balance of $57,873,577as of September2012. Duke Energy Carolinas'

cumulative over-recovery,per its testimony in this Docket, as of May 2012 totals

$41,792,000, and as of September 2012, the cumulative over-recovery totals

$57,872,000.The SettlementAgreementstatedthat thedifferencebetweenDukeEnergy

Carolinas'andORS'scumulativeover-recoveryasof actualMay 2012totaled$888. The

difference between Duke Energy Carolinas' and ORS's estimatedcumulative over-

recoveryas of September2012totals $1,577. In the SettlementAgreement,the Parties

agreedto stipulateto ORS'scalculationsandadjustmentsin thismatter.

On behalfof ORS,Ms. Smiththenanalyzedthecumulativeover-recoveryof the

environmentalcoststhat Duke EnergyCarolinashad incurred for the periodJune2011

through May 2012 totaling $7,198,018. Ms. Smith explained that ORS addedthe

3CompositeHearingExhibit2consistsoftheDirectTestimonyandExhibitsof GabySmith(Exhibits1-7);
andcompositeHearingExhibit3 consistsof theDirectTestimony and Exhibits of Michael R. Cartin
(Exhibits 1-10).
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Company'sestimatedunder-recoveryof ($109,404)for the month of June 2012, the

estimated under-recovery of ($32,648) for the month of July 2012, the estimated under-

recovery of ($40,891) for the month of August 2012, and the estimated over-recovery of

$120,934 for the month of September 2012. Additionally, ORS added an over-recovery

adjustment of $1,024,804 to reflect the amortization of the U.S. Environmental Protection

Agency auction proceeds from emission allowances during the estimated period to arrive

at an estimated cumulative over-recovery of $8,160,813 as of September 2012. Duke

Energy Carolinas' rounded cumulative over-recovery for environmental costs, per its

testimony in this Docket, as of May 2012 totals $7,160,000 and as of September 2012,

the rounded and estimated cumulative over-recovery totals $7,099,000. The difference

between Duke Energy Carolinas' and the ORS's cumulative over-recovery, as of actual

May 2012, totals $38,018. The difference between Duke Energy Carolinas' and ORS's

estimated cumulative over-recovery, as of September 2012, totals $1,061,813. This

difference is primarily due to the Company's inadvertent omission of the amortization of

auction proceeds from emission allowances. In the Settlement Agreement the Parties

agreed to stipulate to ORS's calculations and adjustments in this matter. Further, the

Settlement Agreement exhibits are revised to reflect ORS's adjustments.

Mr. Michael Cartin presented direct testimony for ORS regarding the Company's

fuel expenses and power plant operations and sponsored composite Hearing Exhibit 3. 4

Mr. Cartin testified to ORS's examination of the Company's fossil and nuclear fuel

procurement, fuel transportation, environmental reagent purchases, nuclear, fossil and

4 See Footnote 3.
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hydro generationperformance,plant dispatch,forecasting,resourceplanning,purchased

power,andtheCompany'spoliciesandprocedures.

In summary,throughthe testimonyandexhibitspresentedto the Commissionin

this proceeding,the Partiesrepresentthat settling all issuesin this casein accordance

with the terms and conditions contained in the SettlementAgreement is just, fair,

The terms of the SettlementAgreementarereasonableand in the public interest.

summarizedasfollows:

(a)

(b)

The Parties agree to accept recommendations in ORS witness Cartin's

testimony and all accounting adjustments as set forth in ORS witness

Gaby Smith's pre-filed direct testimony and exhibits.

The Parties agree that the fuel factors contained in Paragraph 7 of the

Settlement Agreement represent the appropriate fuel costs, environmental

costs, and combined projected fuel factors for Duke Energy Carolinas to

charge for the period beginning with the first billing cycle in October 2012

through the last billing cycle of September 2013 by customer class as set

forth in the following table:

SC Base Fuel SC Environmental SC Combined ProjectedClass of Service
Factor Factor Fuel Factor

(cents/kWh) (cents/kWh) (cents/kWh)

Residential 1.9489 (0.0008) 1.9481

General/Lighting 1.9489 0.0036 1.9525

Industrial 1.9489 0.0097 1.9586

(c) The Parties agree that the fuel factors set forth in Paragraph 7 of the

Settlement Agreement were calculated consistent with S.C. Code Ann. §
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(d)

58-27-865(Supp.2011). The Partiesagreethat anyandall challengesto

Duke Energy Carolinas'historical fuel costsandrevenuesfor the period

endingMay 2012arenot subjectto furtherreview; however,outagesnot

completeasof May 3l, 2012,andoutageswherefinal reports(Company,

contractoror governmentreportsor otherwise)are not availablemay be

subjectto further review in the reviewperiodduring which the outageis

completedor whenthereport(s)becomeavailable. Further,thatfuel costs

for periodsbeginningonJune1, 2012,andthereaftershallbeopenissues

for determinationby the Commissionin futurefuel costproceedingsand

will continueto be trued-upagainstactualcostsin suchproceedingsheld

under the procedureand criteria establishedin S.C.CodeAnn. § 58-27-

865(Supp.2011).

The Partiesagreethat to keep the Partiesand Duke Energy Carolinas'

customersinformed of the over/under-recoverybalancesrelatedto fuel

costsby way of Duke EnergyCarolinas'commerciallyreasonableefforts

to forecastthe expectedfuel factors to be set at its next annual fuel

proceeding, the Company will provide SCEUC, ORS, and where

applicable,its customerswith: (i) copies of the monthly fuel recovery

reportscurrentlyfiled with the CommissionandORS;and(ii) forecasts,in

the 4 th quarter of the calendar year prior to the next annual fuel proceeding

and in the 2 nd quarter of the calendar year of the Company's next annual

fuel proceeding, of the expected fuel factors to be set at its next annual
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fuel proceedingbaseduponDuke EnergyCarolinas'historical over/under

recovery to date and Duke Energy Carolinas' forecast of prices for

uranium,natural gas,coal, oil, and other fuel requiredfor generationof

electricity.

IV. FINDINGS OF FACT AND CONCLUSIONS OF LAW

Having heardthe testimonyof the witnessesand representationsof counseland

after carefulreviewof the SettlementAgreement,the Commissionfinds that approvalof

the terms set out in the SettlementAgreementis consistentwith the standardsfor fuel

reviewproceedingsconductedpursuantto S.C.CodeAnn. § 58-27-865(Supp.2011)and

is supportedby the substantialevidencein therecord. TheSettlementAgreement'sterms

allow recoveryin a preciseand prompt mannerwhile assuringpublic confidenceand

minimizing abruptchangesin chargesto customers.As such,approvalof theSettlement

Agreementis in the public interestasa reasonableresolutionof the issuesin this case.

Additionally, we find that the methodologyfor determiningthe environmentalcost

componentof the fuel factorsusedby Duke EnergyCarolinasin this proceeding,while

not binding in future proceedings,is consistentwith the statutoryrequirementsof S.C.

CodeAnn. § 58-27-865(Supp.2011)andis just andreasonable.We further find thatthe

SettlementAgreement's terms provide stabilization to the fuel factors, minimize

fluctuationsfor the near future, and do not appearto inhibit economicdevelopmentin

SouthCarolina. Additionally, the Commissionfinds and concludesthat the Settlement

Agreementaffordsthe Partieswith the opportunityto review costsandoperationaldata
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in succeedingfuel review proceedingsconductedpursuantto S.C.CodeAnn. § 58-27-

865(Supp.2011).

IT IS THEREFOREORDEREDTHAT:

1. TheSettlementAgreementattachedheretoasOrderExhibit 1,andthepre-

filed direct testimonyof ORS's witnessesGabySmith andMichaelR. Cartin,and Duke

Energy Carolinas' witnessesMarion Elliott Batson,JosephA. Miller, Jr., Jim Jessee,

David C. Culp, JohnW. "Bill" Pitesa,andJaneL. McManeus,alongwith their respective

exhibits enteredinto evidenceascompositeHearingExhibits 2-8, areacceptedinto the

recordin the above-captionedcasewithout objection. Lastly, the oral testimonyof the

abovewitnessespresentedatthehearingonAugust28,2012,is alsoincorporatedinto the

recordof this case.

2. The SettlementAgreement is incorporatedinto this presentOrder by

referenceandattachmentand is found to be a reasonableresolutionof the issuesin this

caseandto bein thepublic interest.

3. The fuel purchasing practices, plant operations, and fuel inventory

managementof DukeEnergyCarolinasarereasonableandprudent.

4. Duke EnergyCarolinasshall set its fuel factor (excludingenvironmental

costs)at 1.9489centsper kWh effective for bills renderedon and after the first billing

cycle for themonthof October2012andcontinuingthroughthe lastbilling cycle for the

monthof September2013.

5. Duke EnergyCarolinasshall setits environmentalcost componentfactor

at (0.0008)centsper kWh for the Residentialcustomerclass,0.0036centsper kWh for
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the GeneralService/Lightingcustomerclass,and0.0097centsperkWh for theIndustrial

customerclass for bills renderedon or after the first billing cycle for the month of

October2012 and continuingthroughthe last billing cycle for the monthof September

2013.

6.

7.

ThePartiesshallabideby all termsof the SettlementAgreement.

Duke EnergyCarolinasshall file an original of the SouthCarolinaretail

Adjustmentfor FuelCostandall other retail tariffs within ten(10) daysof receiptof this

Orderwith theCommissionandORSincorporatingour findingsherein.

8. DukeEnergyCarolinasshallcomplywith thenoticerequirementssetforth

in S.C.CodeAnn. § 58-27-865(Supp.2011).

9. Duke Energy Carolinasshall accountmonthly to the Commissionand

ORS for the differencesbetweenthe recoveryof fuel coststhroughbaseratesand the

actual fuel costs experiencedby booking the differenceto unbilled revenueswith a

correspondingdeferred debit or credit.

account.

10.

ORS shall review the cumulative recovery

Duke Energy Carolinas shall submit monthly reports, within forty-five

(45) days of the end of each month, to the Commission and ORS of fuel costs and

scheduled and unscheduled outages of generating units with a capacity of 100 MW or

greater.

11. Duke Energy Carolinas shall inform the Parties in the 4 th quarter of the

calendar year prior to the next annual fuel proceeding and in the 2 nd quarter of the

calendar year of the Company's next annual fuel proceeding, of the expected fuel factors
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to besetat its nextannualfuel proceedingbaseduponDukeEnergyCarolinas'historical

over/underrecoveryto dateandDuke EnergyCarolinas'forecastof pricesfor uranium,

naturalgas,coal, oil, andotherfuel requiredfor generationof electricity.

This Ordershall remain in full forceand effectuntil furtherOrderof the12.

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2012-3-E

August 20, 2012

IN RE:

Annual Review of Base Rates for Fuel Costs

for Duke Energy Carolinas, LLC

) SETTLEMENT AGREEMENT

)

This Settlement Agreement is made by and among the South Carolina Office of

Regulatory Staff ("ORS"), the South Carolina Energy Users Committee ("SCEUC"), and

Duke Energy Carolinas, LLC ("Duke Energy Carolinas" or "the Company") (collectively

referred to as the "Parties" or sometimes individually as a "Party").

WHEREAS, the above-captioned proceeding has been established by the Public

Service Commission of South Carolina ("Commission") pursuant to the procedures in S.C.

Code Ann. § 58-27-865 (Supp. 2011), and the Parties to this Settlement Agreement are parties

of record in the above-captioned docket. There are no other parties of record in the above-

captioned proceeding;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of

the issues would be in their best interests;

WHEREAS, following those discussions the Parties have each determined that their

interests and the public interest would be best served by settling all issues pending in the

above-captioned case under the terms and conditions set forth below:

Page I of 10
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1. The Parties agree to stipulate into the record before the Commission the pre-

filed direct testimony and exhibits of ORS witnesses Michael R. Cartin and Gaby Smith,

without objection or cross-examination by the Parties. The Parties also agree to stipulate into

the record before the Commission the pre-filed direct testimony and exhibits of Duke Energy

Carolinas witnesses Marion Elliott Batson, Jim Jessee, Jane L. McManeus, and John W.

Pitesa (includes redacted public and unredacted confidential version of Pitesa Exhibit 3), and

the pre-filed direct testimony of Joseph A. Miller, Jr. and David C. Culp without objection or

cross-examination by the Parties. The Parties agree that no other evidence will be offered in

the proceeding by the Parties other than the stipulated testimony and exhibits and this

Settlement Agreement. The Parties agree to present all witnesses at the scheduled hearing in

this matter.

2. As a compromise to positions advanced by Duke Energy Carolinas, ORS, and

SCEUC, all Parties agree to the proposal set out immediately below, and this proposal is

hereby adopted, accepted, and acknowledged as the agreement of the Parties.

3. ORS analyzed the cumulative over-recovery of base fuel costs that Duke

Energy Carolinas had incurred for the period June 2011 through May 2012 totaling

$41,792,888. ORS added the estimated over-recovery of $4,338,782 for the month of June

2012, the estimated over-recovery of $6,128,348 for the month of July 2012, the estimated

over-recovery of $4,988,187 for the month of August 2012, and the estimated over-recovery

of $625,372 for the month of September 2012, to arrive at an estimated cumulative over-

recovery of $57,873,577 as of September 2012. Duke Energy Carolinas' cumulative over-

recovery for base fuel costs, per its testimony in this docket, as of May 2012 totals

$41,792,000, and as of September 2012 the estimated cumulative over-recovery totals

Page2 of 10
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$57,872,000. The difference between Duke Energy Carolinas' and ORS's cumulative over-

recovery as of actual May 2012 totals $888. The difference between Duke Energy Carolinas'

and ORS's estimated cumulative over-recovery as of September 2012 totals $1,577.

4. ORS analyzed the cumulative over-recovery of environmental costs that Duke

Energy Carolinas had incurred for the period June 2011 through May 2012 totaling

$7,198,018. ORS added the estimated under-recovery of ($109,404) for the month of June

2012, the estimated under-recovery of ($32,648) for the month of July 2012, the estimated

under-recovery of ($40,891) for the month of August 2012 and the estimated over-recovery of

$120,934 for the month of September 2012. Additionally, ORS added an over-recovery

adjustment of $1,024,804 to reflect the amortization of the U.S. Environmental Protection

Agency auction proceeds from emission allowances during the estimated period, to arrive at

an estimated cumulative over-recovery of $8,160,813 as of September 2012. Duke Energy

Carolinas' rounded cumulative over-recovery for environmental costs, per its testimony in

this Docket, as of May 2012 totals $7,160,000, and as of September 2012 the rounded and

estimated cumulative over-recovery totals $7,099,000. The difference between Duke Energy

Carolinas' and ORS's cumulative over-recovery as of actual May 2012 totals $38,018. The

difference between Duke Energy Carolinas' and ORS's estimated cumulative over-recovery,

as of September 2012, totals $1,061,813.

5. The large difference between ORS's and Duke Energy Carolinas' cumulative

balance as of September 2012 is primarily due to the Company's inadvertent omission of the

amortization of auction proceeds from emission allowances which serve to offset

environmental costs in the estimated months of June 2012 through September 2012. (See

McManeus Direct Exhibit 6.) The amortization of these proceeds was also not included in the

Page 3 of 10
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Company's forecasted months of October 2012 through January 2013. (See MeManeus Direct

Exhibit 7.) Accordingly, McManeus Direct Exhibits 6, 7, and 8 have been revised to reflect

ORS's adjustments, and are attached to this Settlement Agreement.

6. The Parties agree to accept all recommendations in ORS witness Cartin's

testimony and the accounting adjustments as put forth in ORS witness Smith's pre-filed direct

testimony related to the over/under-recovery of environmental costs.

7. The appropriate fuel factors for Duke Energy Carolinas to charge for the

period beginning with the first billing cycle in October 2012 extending through the last billing

cycle of September 2013 are listed below. The SC Combined Projected Fuel Factor

represents a decrease from the current combined fuel factor.

Class of Service
SC Base Fuel

Factor

(cents/kWh)
1.9489

SC Environmental

Factor

(cents/kWh)

(0.0008)Residential

General/Lighting 1.9489 0.0036 1.9525

Industrial 1.9489 0.0097 1.9586

5C Combined Projected
Fuel Factor

(cents/kWh)
1.9481

8. The Parties agree that the fuel factors as set forth in Paragraph 7 above are

consistent with S.C. Code Ann. § 58-27-865 (Supp. 2011).

9. The Parties agree that in an effort to keep the Parties and Duke Energy

Carolinas' customers informed of the over/under recovery balances related to fuel costs and of

Duke Energy Carolinas' commercially reasonable efforts to forecast the expected fuel factor

to be set at its next annual fuel proceeding, Duke Energy Carolinas will provide to SCEUC,

ORS, and where applicable, its customers the following information:

(a) copies of the monthly fuel recovery reports currently filed with the

Commission and ORS; and

Page 4 of 10
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(b) forecasts of the expected fuel factor to be set at its next annual fuel proceeding

based upon Duke Energy Carolinas' historical over/under recovery to date and

Duke Energy Carolinas' forecast of prices for uranium, natural gas, coal, oil

and other fuel required for generation of electricity. Such forecasts will be

provided in the 4 th quarter of the calendar year prior to the next annual fuel

proceeding and in the 2nd quarter of the calendar year of the Company's next

annual fuel proceeding. Duke Energy Carolinas will use commercially

reasonable efforts in making these forecasts. To the extent that the forecast

data required hereunder is confidential, any party or customer that wants

forecasted fuel data will have to sign a non-disclosure agreement agreeing to

protect the data from public disclosure and to only disclose it to employees or

agents with a need to be aware of this information.

10. The Parties agree to cooperate in good faith with one another in recommending

to the Commission that this Settlement Agreement be accepted and approved by the

Commission as a fair, reasonable and full resolution of all issues currently pending in the

above-captioned proceeding. The Parties agree to use reasonable efforts to defend and

support any Commission order issued approving this Settlement Agreement and the terms and

conditions contained herein.

11. The Parties agree that any and all challenges to Duke Energy Carolinas'

historical fuel costs and revenues for the period ending May 2012 are not subject to further

review; however, outages not complete as of May 31, 2012 and outages where final reports

(Company, contractor or government reports or otherwise) are not available may be subject to

further review in the review period in which the outage is complete or when the report(s)

Page 5 of 10
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become available. Fuel costs and revenues for periods beginning June 2012 and thereafter

shall be open issues in future proceedings and will continue to be trued-up against actual costs

in such proceedings held under S.C. Code Ann. § 58-27-865 (Supp. 2011).

12. The Parties agree this Settlement Agreement is reasonable, in the public

interest, and in accordance with law and regulatory policy.

13. Further, ORS is charged with the duty to represent the public interest of

South Carolina pursuant to S.C. Code § 58-4-10(B) (Supp. 2011). S.C. Code § 58-4-

10(B)(1) through (3) reads in part as follows:

"... 'public interest' means a balancing of the following:

(1)

(2)

(3)

Concerns of the using and consuming public

with respect to public utility services, regardless

of the class of customer;

Economic development and job attraction and

retention in South Carolina; and

Preservation of the financial integrity of the

State's public utilities and continued investment

in and maintenance of utility facilities so as to

provide reliable and high quality utility
services."

14. This written Settlement Agreement contains the complete agreement of the

Parties. The Parties agree that by signing this Settlement Agreement, it will not constrain,

inhibit or impair their arguments or positions held in future proceedings. If the Commission

declines to approve the agreement in its entirety, then any Party desiring to do so may

withdraw from the agreement without penalty, within three (3) days of receiving notice of the

decision, by providing written notice of withdrawal via electronic mail to all parties in that

time period.
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15. This Settlement Agreement shall be effective upon execution of the Parties and

shall be interpreted according to South Carolina law.

16. This Settlement Agreement in no way constitutes a waiver or acceptance of the

position of any Party concerning the requirements of S.C. Code Ann. § 58-27-865 (Supp.

2011) in any future proceeding. This Settlement Agreement does not establish any precedent

with respect to the issues resolved herein, and in no way precludes any Party herein from

advocating an alternative methodology under S.C. Code Ann. § 58-27-865 (Supp. 2011) in

any future proceeding.

17. This Settlement Agreement shall bind and inure to the benefit of each of the

signatories hereto and their representatives, predecessors, successors, assigns, agents,

shareholders, officers, directors (in their individual and representative capacities),

subsidiaries, affiliates, parent corporations, if any, joint ventures, heirs, executors,

administrators, trustees, and attorneys.

18. The above terms and conditions fully represent the agreement of the Parties

hereto. Therefore, each Party acknowledges its consent and agreement to this Settlement

Agreement by authorizing its counsel to affix his or her signature to this document where

indicated below. Counsel's signature represents his or her representation that his or her client

has authorized the execution of the Settlement Agreement. Facsimile signatures and e-mail

signatures shall be as effective as original signatures to bind any Party. This document may

be signed in counterparts, with the various signature pages combined with the body of the

document constituting an original and provable copy of this Settlement Agreement.

(Signature Pages Follow)
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Represen_rgy Users Committee:

Scott E1]iott, Esquire
Elliott & Elliott, P.A.

1508 Lady Street
Columbia, SC 29205

Phone: (803) 771-0555
Fax: (803) 771-8010
Emaih selliott@elliottlaw.us

Page8 of !0



Order Exhibit 1
Docket No. 2012-3-E

Order No. 2012-779

September 28, 2012
Page 9 of 16

Rcpr_mtln8 end _ Duke Energy Carolizm, LLC:

Associate General Counsel

Duke Energy Corporation
550 S. Tryon Street
DEC45A/P.O. Box 1321

Charlotte, NC 28201
Phone: (980) 373-4465
Fax: (980) 373-8534

E-marl: Briton.Frxnidia(_duke_ncrgy.com
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Representing and binding the South Carolina Office of Regulatory Staff:

Shannon Bowyer Hudson, Es_aire

Courtney D. Edwards, Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, SC 29201

Phone: (803) 737-0889

(803) 737-8440
Fax: (803) 737-0895

Email: shudson@regstaff.sc.gov

cedwards@,regstaff, se.gov
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